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CIVIL  AERONAUTICS  BOARD 
[14CFR  Part  204] 

IEDR-385,  Docket  No.  36176;  Dated:  July 
19,  1979] 

Data  To  Be  Submitted  With 
Applications  for  Passenger  Route 
Authority  Filed  With  the  Board  and  by 
Commuter  Carriers  Serving  an  Eligible 
Point 

agency:  Civil  Aeronautics  Board. 
action:  Notice  of  Proposed  Rulemaking. 


summary:  This  notice  proposes  to 
establish  a  new  regulation  setting  forth 
the  data  which  applicants  for  passenger 
route  authority  and  commuter  carriers 
serving  an  eligible  point  must  file  with 
the  Board  to  allow  it  to  determine  their 
fitness.  This  rulemaking  was  undertaken 
at  the  Board's  initiative. 

DATES:  Comments  by  September  24, 

1979.  Reply  comments  by  October  15, 
1979.  Comments  and  relevant 
information  received  after  these  dates 
will  be  considered  by  the  Board  only  to 
the  extent  practicable. 

ADDRESSES:  Comments  should  be  sent 
to  Docket  36176,  Docket  Section;  Civil 
Aeronautics  Board;  1825  Connecticut 
Avenue,  NW.;  Washington,  D.C.  20428. 
Comments  may  be  examined  in  Room 
711  at  the  address  above  as  they  are 
received. 

FOR  FURTHER  INFORMATION  CONTACT: 

Paul  L.  Gretch,  Deputy  Director  of  the 
Bureau  of  Domestic  Aviation,  1825 
Connecticut  Avenue,  N.W.,  Washington. 
D.C.  20428  (202)  673-5373. 

SUPPLEMENTARY  INFORMATION: 

I.  Background 

W'e  are  required,  by  various  sections 
of  the  Federal  Aviation  Act,  to 
determine  whether  an  applicant  for 
route  authority  is  fit,  willing,  and  able  to 
perform  the  air  transportation  in 
question  properly  and  to  conform  to  the 
provisions  of  the  Act  and  the  rules, 
regulations  and  requirements  issued 
under  it.' 

Under  the  Civil  Aeronautics  Act  of 
1938,  which  created  the  Board,  new 
entrants  into  air  transportation  and 
existing  carriers  seeking  expanded 
operating  rights  were  required  under 
section  401  to  meet  public  need  and 
fitness  tests  for  certification.  The  latter 
required  us  to  find  that  each  applicant 


'  We  will  use  the  teini  "fitnfwi;''  to  incluile  the 
estM-e  determination  of  fitness,  willingness,  alnlity, 
and  complianre  disposition. 


was  "fit,  willing  and  able"  to  perform  air 
transportation.^ 

Because  of  the  grandfather  provision 
in  the  1938  Act,  qualifying  air  mail 
contract  carriers  operating  prior  to  the 
passage  of  the  Act  were  certificated 
without  reference  to  either  test.®  New 
entrants  since  1938,  including  the  seven 
surviving  local  service  carriers,  were 
required  to  establish  fitness  in 
considerable  depth  in  their  initial 
certification  proceedings.  However, 
because  adjudication  of  the  public  need 
test  under  the  statute  then  in  force  and 
as  the  interpreted  required  a  detailed 
evidentiary  presentation  of  the 
applicant's  financial  position,  current 
and  prospective  operating  plans,  and 
entrepreneurial,  managerial  and 
operational  personnel,  the  distinction 
between  the  public  need  and  fitness 
tests  was  not  well  defined,  and  in  many 
respects  the  same  evidence  was  used  to 
make  each  finding. 

Once  a  carrier  had  achieved  initial 
certification — either  under  the 
grandfather  provision  or  after  detailed 
hearing — no  express  evidentiary 
showing  was  required  to  establish 
fitness  in  subsequent  certificate 
proceedings.  Route  cases  indicate  that, 
with  rare  exceptions,  a  carrier  already 
licensed  and  operating  would  be 
considered  fit  for  the  purposes  of  the 
grant  of  additional  operating  authority 
without  an  express  evidentiary  showing 
of  fitness,  even  though  it  might  propose 
to  change  the  nature  of  its  operations 
substantially,  e.g.,  operate  larger  aircraft 
(including  moving  from  non-jet  aircraft), 
or  enter  long-haul  or  dense  routes  that  it 
had  not  previously  served.  Hence,  it 
became  routine  to  expand  the  operating 
authority  of  existing  carriers  based  only 
on  record  evidence  relating  to  the  public 
need  test,  the  fitness  test  being  satisfied 
by  implicit  reliance  on  officially 
noticeable  facts,  such  as  operating 
schedules  and  financial,  traffic  and 
other  information  filed  under  our  general 
reporting  requirements,  or  by  reliance 
on  the  public  need  evidence. 

An  express  fitness  test  has  never  been 
prescribed  under  section  416  of  the  Act, 
which  deals  with  our  power  to  exempt 
carriers  from  certificate  licensing  and 
other  economic  regulatory  requirements. 
However,  a  review  of  our  practice  over 
the  years  reveals  that  we  have 
considered  and  resolved  questions 
relating  to  fitness  in  the  cases  of  both 
class  exemptions  and  particular 


*The  economic  title  of  the  19,38  Act  wos 
reenacted  without  substantial  change  in  the  Kaderal 
Aviation  Act  of  1958. 

'Today  these  carriers  survive  as  the  lU  doasestic 
trunk  carriers  and  Pun  American,  and  serve  over  90 
percent  of  the  domestic  market  measured  by 
Revenue  Passenger  Miles. 


exemptions  granted  to  non-certificated 
carriers.  We  have,  on  a  case-by-case 
basis,  evolved  standards  for  evaluating 
the  fitness  of  each  exemption  applicant 
or  class  of  applicants.  Generally,  in  the 
case  of  operating  certificated  carrier 
applicants  for  exemption  authority, 
fitness  is  assumed.  Under  Part  298,  a 
class  exemption  governing  for  the  most 
part  non-certificated  air  taxis  and 
commuters,  we  require  only  that  the 
operator  carry  adequate  insurance  and 
hold  a  valid  FAA  operating  license.  In 
most  other  cases  involving  non- 
certificated  carriers,  the  CAB  staff  has 
contacted  FAA  personnel  to  determine 
whether  the  exempted  applicant  is  in 
compliance  with  FAA  regulations,  and 
has  also  examined  the  applicant's  CAB 
consumer  compliance  record.  In  some 
cases  the  backgrounds  of  the  principals 
of  the  applicant,  as  individuals,  have 
been  investigated. 

Our  policies  in  implementing  the 
fitness  test  have  been  subject  to 
Congressional  oversight  at  all  times 
since  1938.  Because  no  change  was 
made  in  the  fitness  provisions  of  the 
statute  at  the  time  of  passage  of  the 
Federal  Aviation  Act  of  1958  or 
thereafter  until  1978,  we  assume  that 
Congress  did  not  desire  any  change  in 
our  practice  on  fitness. '' 

II.  The  Need  for  This  Regulation 

Several  developments  in  recent 
months  necessitate  a  more  systematic 
approach  to  determining  carriers' 
fitness.  First,  as  we  eased  entry  into  the 
air  transportation  industry,  we  began  to 
receive  more  requests  for  certificate 
authority  from  applicants  that  had  not 
previously  provided  commercial  air 
transportation.  We  need  to  establish 
guidelines  to  govern  the  submission  of 
evidence  in  these  cases. 

Second,  the  Airline  Deregulation  Act 
passed  in  October  of  1978  contains 
several  sections  which  relate  to  fitness. 
Section  401  retains  verbatim  the 
requirement  that  we  must  find  that  each 
applicant  is  fit,  willing  and  able  to 
perform  transportation  properly  and  to 
conform  to  the  provisions  of  the  Act  and 
our  rules,  regulations  and  requirements 
in  order  to  grant  its  application.  In 
addition,  the  declaration  of  policy  in 
section  102  has  been  reformulated  and 
includes  in  its  first  and  second 
paragraphs,  the  following: 

(1)  The  assignment  and  maintenance 
of  safety  as  the  highest  priority  in  air 
commerce,  and  prior  to  the  authorization 
of  new  air  transportation  services,  full 


'Tbe  Act  was  amended  in  1963  to  establish 
okarter-only  operations  as  a  new  class  of  carriw, 
“supplemental  air  carriers,"  and  we  were  instructod 
to  OKinitor  the  conduct  of  these  carriers  under  a 
“continuing  fitness”  requirement. 
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evaluation  of  the  recommendations  of 
the  Secretary  of  Transportation  on  the 
safety  implications  of  such  new  services 
and  full  evaluation  of  any  report  or 
recommendation  submitted  under 
section  107  of  this  Act. 

(2]  The  prevention  of  any 
deterioration  in  established  safety 
procedures,  recognizing  the  clear  intent, 
encouragement,  and  dedication  of  the 
Congress  to  the  furtherance  of  the 
highest  degree  of  safety  in  air 
transportation  and  air  commerce,  and 
the  maintenance  of  the  safety  vigilance 
that  has  evolved  within  air 
transportation  and  air  commerce  and 
has  come  to  be  expected  by  the 
traveling  and  shipping  public. 

We  are  also  required  to  assure  the 
continuing  fitness  of  all  certificated 
carriers  [section  401(r}),  and  domestic 
all-cargo  (section  418)  operations  are 
authorized  solely  on  the  basis  of  a 
fitness  finding.® 

On  the  hand,  the  revised  Act 
mandates  the  certification  of  carriers 
under  section  401(d)(5)  (dealing  with  the 
award  of  dormant  authority)  without 
any  fitness  findings  by  the  Board.® 
Moreover,  as  in  the  predecessor  statute, 
the  exemption  provision  (which  has 
been  considerably  liberalized  under  the 
new  law)  does  not  contain  any  express 
requirement  that  we  find  that  the 
recipient  of  an  exemption  is  fit. 

Finally,  we  are  required  to  assure  the 
fitness  and  reliability  of  air  carriers 
proposing  to  provide  essential  air 
services  to  small  communities  under 
section  419.  Since  other  provisions  of  the 
Act  now  provide  a  much  greater 
freedom  for  certificated  carriers  to  exit 
points — subject  only  to  our  finding  a 
suitable  replacement  carrier  if  the 
provision  of  essential  air  service  is 
involved — commuter  carriers  will  be 
relied  on  to  a  much  greater  degree  for 
service  to  the  smaller  communities.  In 
addition,  section  419(c)(2)  requires  us  to 
find  fit  any  commuter  carrier  providing 
service  to  any  eligible  point.  An  eligible 
point  is  any  currently  certificated  point, 
whether  suspended  or  not.  Therefore, 
since  virtually  all  currently  registered 
commuters  serve  at  least  one  eligible 
point,  the  revised  Act  requires  us  in 
effect  to  make  fitness  findings  for  all 
commuter  carriers. 


‘Cargo  was  deregulated  in  1977  by  Pub.  L  95-16S, 
November  9, 1977.  After  that  Act  was  passed,  we 
revised  Part  291  of  our  regulations,  14CFR.Part  291, 
to  provide  for  the  filing  of  fitness  data  for  domestic 
all-cargo  carriers  and  to  prescribe  procedures  for 
processing  them.  Consequently,  this  regulation  does 
not  cover  such  operations. 

‘Applicants  for  domant  authority  are  required 
only  to  have  aircraft  certificated  by  the  FAA  for 
common  carriage  or  the  carriage  of  mail  ancf  to 
certify  that  they  will  comply  with  the  Board’s  rules 
and  regulations. 


The  Deregulation  Act’s  emphasis  on 
the  ease  of  entry  and  exit  in  an 
economic  context  has  led  to  the  filing  of 
more  applications  by  non-operating 
carriers  and  to  more  operating  carriers 
proposing  substantial  changes  in 
operation,  both  of  which  place 
additional  demands  on  us  in  making 
fitness  determinations. 

This  increased  attention  to  fitness  has 
led  us  to  conclude  that  we  must  adopt 
guidelines  setting  forth  the  fitness  data 
which  must  be  filed  with  applications 
for  route  authority.’  We  have 
determined  that  applicants  for  route 
authority  should  each  be  required  to 
establish  initial  fitness  (except  for 
dormant  authority)  and  that  continuing 
fitness  will  apply  to  all  certificated 
carriers  regardless  of  the  section  of  the 
Act  under  which  its  license  issues.  In 
addition,  the  regulation  would  require 
the  same  data  fiom  applicants  for 
exemption  authority  as  those  applying 
for  authority  under  section  401  of  the 
Act.  We  believe  that  Congress  intended 
to  assure  as  high  a  degree  of  saftey  and 
consumer  protection  in  these  operations 
as  in  those  conducted  by  carriers 
certificated  under  section  401.  Our 
fitness  inquiry  should  relate  to  the  scope 
of  the  proposed  operations  and  should 
not  depend  on  under  which  section  of 
the  Act  the  applicant  happens  to  file. 

We  recognize  that  there  w’ill  be 
exemption  requests  that  are  extremely 
limited  in  scope  and  for  which  the  filing 
of  all  of  the  required  fitness  evidence 
would  constitute  an  undue  burden 
unnecessary  for  the  protection  of 
passengers  or  shippers.®  If  an  applicant 
believes  that  its  exemption  request  falls 
within  this  category,  it  may  request  a 
waiver  of  our  evidentiary  requirements. 

The  one  class  of  applicants  for 
exemptions  which  will  automatically  be 
excluded  from  the  requirements  of  the 
rule  is  air  taxis  that  are  not  commuter 
air  carriers  as  defined  by  Part  298  of  our 
regulations.  Because  air  taxis  are  very 
small  and  operate  on  an  ad  hoc  basis, 
we  believe  that  they  do  not  present  the 
need  for  consumer  protection  created  by 
scheduled  operations.  For  example. 


’We  use  the  term  "route  authority”  in  this 
regulation  to  include  charter  authority. 

‘For  example,  we  receive  a  number  of  requests 
from  uncertificated  carriers  for  exemption  authority 
to  fly  a  single  flight  or  a  few  flights  for  a  single 
charterer  on  an  emergency  basis.  Usually,  the  flight 
is  scheduled  to  depart  in  a  few  days  if  not  hours. 
We  have  9'anted  this  type  of  request  in  the  past, 
subject  only  to  the  applicant  having  the  necessary 
authority  from  the  FAA,  and  we  would  expect  to 
continue  to  grant  this  type  of  authority  on  the  same 
basis.  Since  the  authority  is  so  limited  and  usually 
only  for  a  single  charterer,  the  risk  for  consumers  is 
also  limited.  Moreover,  the  burden  of  providing  the 
proposed  fitness  data,  and  the  time  in  which  we 
would  have  to  review  it,  likely  would  prevent  the 
proposed  operation. 


because  air  taxis  generally  do  not 
collect  advance  payments  from  future 
passengers,  there  is  less  reason  to  be 
concerned  with  the  financial  risk  they 
pose  to  consumers.  We  should  also  note 
that  air  taxis  will  still  be  subject  to 
safety  regulation  by  the  FAA,  our 
liability  insurance  requirements  and 
consumer  protection  measures  adopted 
by  the  statefs)  in  which  they  operate. 

Moreover,  in  passing  the  Deregulation 
Act  Congress  extended  the  fitness 
requirement  only  to  commuter  air 
carriers  serving  an  eligible  point, 
implying  that  it  did  not  intend  for  us  to 
determine  the  fitness  of  air  taxis  that  are 
not  commuter  air  carriers.  While  we  are 
extending  the  fitness  requirement  to 
other  applicants  for  exemptions  that  are 
not  subject  to  an  express  statutory 
requirement,  there  are  sound  policy 
reasons  for  not  extending  the 
requirement  to  air  taxis.  First — and 
foremost — is  that  we  do  not  believe,  for 
the  reasons  stated  above  that  operations 
by  air  taxis  present  the  need  for 
consumer  protection  created  by 
scheduled  operations.  (See  our 
discussion  in  ER-1123,  44  FR  30080,  May 
24. 1979). 

Second,  attempting  to  determine  the 
fitness  of  air  taxis  would  present  us  with 
a  nearly  impossible  task.  There  are 
nearly  4,000  air  taxis  operating  in  the 
United  States.  Not  only  do  the 
operations  of  each  air  taxi  vary  greatly 
from  those  of  other  air  taxis,  but  the  ad 
hoc  nature  of  their  business  means  that 
each  air  taxi’s  operations  may  vary 
greatly  from  year  to  year.  Even  if  we 
had  the  staff  to  attempt  this  undertaking, 
it  would  thus  be  extremely  difficult  to 
determine  whether  any  given  air  taxi  is 
“fit.” 

Finally,  becaue  the  ad  hoc  nature  of 
their  operations  would  require  us  to 
collect  extensive  information  before 
attempting  to  determine  their  fitness, 
such  an  attempt  would  impose 
significant  costs  on  air  taxis.  Given  the 
small  size  of  most  air  taxis,  it  is  likely 
that  requiring  them  to  file  this 
information  would  put  many  of  them  out 
of  business.  In  light  of  the  limited  risk 
these  operators  pose,  we  do  not  believe 
that  this  cost  can  be  justified  by  the 
benefits  which  could  be  expected  from 
such  a  requirement. 

Our  proposed  guidelines  will  help  to 
assure  that  (1).  we  have  all  the 
information  we  need  to  make  fitness 
determinations  required  by  the  Act,  (2) 
applicants  are  treated  equitably  and  (3) 
applicants  are  not  required  to  supply 
more  information  than  we  need  to  make 
out  fitness  determinations.  This:  last 
point  deserves  further  elaboration. 
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Our  guidelines  require  varying 
amounts  of  data  from  different  classes 
of  applicants.  Since  we  have  less  reason 
to  be  concerned  with  the  fitness  of 
carriers  that  are  already  operating  ' 
safely  and  without  apparent  undue  risks 
to  consumers,  we  are  requiring  less  data 
from  them.  Conversely,  we  have  more 
reason  to  be  concerned  about  carriers 
that  we  have  not  previously  certificated 
and  are  therefore  requiring  them  to 
submit  more  data.  For  certificated 
carriers  that  are  proposing  a  change  in 
their  operations,  the  intensity  of  our 
concern  will  depend  largely  on  the 
scope  of  the  proposed  change.*  Finally, 
since  Congress  has  directed  us  to 
determine  not  only  the  fitness,  but  also 
the  reliability  of  carriers  providing 
essential  air  service,  they  will  be 
required  to  submit  data  not  required  of 
other  applicants. 

Similarly,  by  framing  the  guidelines  as 
standard  filing  requirements,  we  have 
avoided  the  need  for  all  applicants  to 
file  types  of  information  which  we  need 
only  in  particular  cases.  Thus,  the 
guidelines  set  forth  the  fitness  data  we 
will  need  for  all  applicants  in  a  given 
category.  As  we  determine  that  we  need 
additional  data  from  an  applicant  in  a 
particular  case,  we  will  require  that 
applicant  to  supply  us  with  that 
information.  In  this  way  we  will  be  able 
to  tailor  the  data  which  must  be 
submitted  to  the  circumstances  of  each 
case,  easing  the  burden  on  applicants. 

We  should  emphasize  that  adopting 
these  guidelines  will  not  allow  us  to 
make  fitness  determinations 
mechanically.  Since  the  fitness  of  a 
particular  applicant  is  intimately  related 
to  the  scope  of  its  proposed  operations, 
we  will  still  need  to  evaluate  the 
particular  circumstances  of  each  case 
before  we  will  be  able  to  determine 
whether  a  given  applicant  should  be 
found  fit.  We  expect  that  it  will  be 
necessary  to  hold  a  hearing  to  determine 
the  fitness  of  most  applicants  seeking 
first  certification  or  a  particularly 
dramatic  change  in  their  scope  of 
operations.  On  the  other  hand,  some 
changes  in  operations  may  not  require 
that  an  applicant  go  through  a  full 
hearing  to  prove  its  fitness.  We  will 
continue  to  allow  the  applicant  to 
request  the  type  of  procedures  it  wants 
employed,  i.e.,  show  cause,  formal 
evidentiary  hearing,  etc.  Once  the  data 
is  received,  we  will  review  it  to 
determine  whether  the  procedure 
requested  by  the  applicant  is  calculated 


'Generally,  a  signiricant  change  in  the  scope  of 
certificated  operations  would  include,  but  is  not 
limited  to.  changes  from  charter  to  scheduled 
authority,  cargo  to  passenger  authority,  short-haul 
to  long-haul  operations,  and  large  increases  in  the 
number  of  markets  served. 


to  produce  sufficient  and  reliable 
evidence  upon  which  we  can  determine 
the  applicant's  fitness. 

The  data  required  by  the  regulation 
would  provide  us  with  the  basic 
information  we  need  to  determine 
whether  or  not  an  application  should  be 
granted  and  whether  restrictions  should 
be  placed  on  any  authority  granted.  In 
addition,  we  will  have  available  (1) 
consumer  complaints  submitted  to  us, 

(2)  financial,  traffic  and  other 
information  submitted  to  us  under  our 
reporting  requirements,  (3)  our  records 
concerning  the  carrier’s  compliance  with 
our  regulations,  including  those  relating 
to  consumer  protection,  (4)  the  results  of 
any  staff  audits  of  carriers,  particularly 
those  providing  essential  air  service, 
and  (5)  safety  information  and 
evaluation  provided  by  the  Federal 
Aviation  Administration  (FAA)  under 
an  interagency  agreement  we  will 
discuss  below. 

Our  proposal  would  provide  us  with 
sufficient  material  to  make  our  fitness 
determination  in  most  cases.  In  addition, 
we  would  reserved  the  right  to  require 
an  applicant  or  carrier  to  provide 
whatever  further  information  is  required 
by  the  special  circumstances  in  a 
particular  case.  The  filing  requirements 
we  propose  to  impose  upon  carriers  are. 
of  course,  tentative  at  this  time.  We  will 
issue  a  final  rule  setting  forth  the 
requirements  we  ultimately  adopt  after 
we  have  had  an  opportunity  to  review 
the  public’s  comments. 

ni.  Evidentiary  Requirements 

To  understand  our  reasons  for 
requiring  the  different  types  of 
information  asked  for  by  our  guidelines, 
one  must  first  understand  the  purpose  of 
the  fitness  findings  Congress  has 
directed  us  to  make.  An  understanding 
of  the  use  to  which  each  type  of  data 
will  be  put  also  helps  explain  why  we 
are  proposing  to  require  some  type  of 
information  from  some  classes  of 
applicants  and  not  from  other  classes. 

A.  Safety 

By  requiring  us  to  find  carriers  fit. 
Congress  intended  to  assure  that  the 
applicant  is  able  to  operate  safely  and 
without  undue  hnancial  risk  to  its 
customers  before  it  can  hold  itself  out  as 
a  common  carrier.  However,  we  have 
little  expertise  in  safety  matters.  We  are 
an  economic  regulatory  agency.  Our 
function  in  the  safety  area  is  not  to 
determine  the  airworthiness  of  a 
particular  carrier’s  operations,  but 
rather  to  formulate  the  proper  questions 
to  ask  the  FAA  so  they  can  determine 
the  airworthiness  of  applicants  seeking 
route  authority  from  us  and  report  to  us 
on  what  they  have  determined.  We  must 


rely  heavily  on  their  evaluation  of  the 
carriers’  safety  because  we  simply  do 
not  have  the  capability  to  do  so.  We 
have,  however,  at  all  times  considered 
FAA  evaluations  of  safety  an  important 
element  of  out  fitness  determinations 
and  will  continue  to  do  so  in  the  future. 

To  enable  the  FAA  to  evaluate  the 
airworthiness  of  carriers  more 
effectively  in  the  future  and  to  satisfy 
ourselves  that  the  FAA’s  determinations 
are  made  on  the  best  evidence 
available,  we  have  recently  entered  into 
an  interagency  agreement  with  the  FAA. 
Our  agreement  provides  for  the  mutual 
exchange  of  information  relating  to  the 
safety  of  a  carrier.  By  supplying  the 
FAA  with  information  regarding  the 
possibly  precarious  financial  position  of 
a  carrier,  we  will  alert  it  to  the  need  to 
monitor  the  carrier’s  fleet  and 
operations  more  closely.  By  informing  us 
of  which  carriers'  fleets  may  pose  a 
safety  hazard,  the  FAA  will  identify  for 
us  those  carriers  whose  technical  fitness 
may  be  in  question.  We  believe  that  this 
agreement  will  enable  both  agencies  to 
perform  their  duties  more  fully  and 
insure  a  higher  standard  of  safety  in 
commercial  air  transportation. 

There  are  several  types  of  data 
relating  to  safety  which  we  are 
proposing  that  applicants  file  with  us. 
First,  we  are  asking  most  applicants  to 
describe  their  current  fleet,  any 
additional  aircraft  which  they  would 
need  to  perform  the  proposed 
transportation  and  their  plans  for 
financing  the  purchase  and/or  lease  of 
the  additional  aircraft.  This  information, 
together  with  the  general  financial  data 
which  we  are  requiring  and  which  is 
otherwise  available  to  us,  will  allow  us 
to  request  the  FAA’s  assistance  in 
judging  whether  the  applicant  will  have 
and  be  able  to  maintain  aircraft  which 
can  perform  safely  the  services  it 
proposes. 

We  are  also  requiring  most  applicants 
to  submit  a  list  of  all  safety  related 
actions  which  the  FAA  has  brought 
against  them  or  a  closely  related  person 
or  corporation.  This  information  will 
help  us  to  formulate  inquiries  to  the 
FAA  on  safety,  and  to  determine 
whether  the  applicant’s  past  operations, 
or  those  of  a  closely  connected  person 
or  corporation,  give  rise  to  any  reason  to 
doubt  its  ability  to  comply  with  our 
regulations  if  we  certificate  it.  To  some 
extent,  the  information  we  are  requiring 
regarding  the  applicant’s  key  personnel 
will  also  help  us  in  making  this 
determination. 

We  are  not  proposing  to  require  that 
any  of  this  information  be  filed  by 
certiHcated  carriers  proposing  a  change 
in  operation  which  is  not  substantial. 
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We  believe  that  the  fact  that  such 
carriers  have  been  operating  safely 
warrants  a  presumption,  absent  some 
indication  to  the  contrary,  that  they  will 
be  able  to  perform  similar  operations 
safely  in  the  future.  We  will,  however, 
consider  any  information  relating  to 
such  carrier’s  fitness  submitted  by  third 
parties  or  which  we  acquire 
independently  before  finding  such 
applicants  fit.  We  have  also  reserved 
the  right  to  require  these  applicants  to 
submit  whatever  information  we,  or  our 
staff,  feel  is  necessary  to  determine  their 
fitness. 

This  data,  together  with  safety 
evaluations  provided  by  the  FAA  and 
information  otherwise  available  to  us, 
should  allow  us  to  assure  that  every 
carrier  providing  commercial  air 
transportation  is  able  to  conduct  its 
operations  safely. 

B.  Consumer  Protection 

In  fitness  matters,  our  primary 
expertise  lies  in  the  area  of  consumer 
protection.  In  the  context  of  fitness 
determinations,  our  role  in  protecting 
consumers  takes  several  forms.  As  we 
will  discuss  below,  our  concerns  in  this 
area  range  from  fraud  to  anticompetitive 
practices  and,  in  the  case  of  essential  air 
service,  the  reliability  of  the  carrier. 

The  proposed  rule  requires  an 
applicant  to  submit  data  so  we  can 
make  an  assessment  of  whether  its 
proposed  operations  create  a  significant 
danger  of  financial  harm  to  consumers. 
Obviously,  there  are  financial  risks  to 
consumers  inherent  in  any  operation, 
whether  a  carrier  has  been  operating 
successfully  for  decades  or  is  new  to  the 
air  transportation  industry.  We  cannot 
assure  against  all  risks.  Our  concerns 
for  consumer  protection  are  designed  to 
assure  that  consumers  are  not  presented 
with  unacceptable  financial  risks  that 
can  be  foreseen  and  guarded  against. 
Our  focus  will  be  on  whether  there  is 
anything  about  a  particular  applicant 
which  would  lead  us  to  believe  that 
special  protecton  for  consumers  is 
needed. 

Unfair  Practices.  Perhaps  the  most 
important  protection  we  seek  to  provide 
consumers  is  the  minimization  of  unfair 
practices.  To  help  us  assure  that  each 
carrier  to  which  we  grant  authority  will 
deal  with  its  customers  fairly,  we  are 
asking  most  carriers  to  provide  (1)  a 
description  of  all  relevant  complaints 
lodged  against  it,  or  a  closely  connected 
corporation,  in  the  last  five  years,  (2)  a 
list  of  all  orders  issued  in  the  past  ten 
years  finding  it,  or  a  closely  connected 
person  or  corporation,  guilty  of 
violations  of  the  Act  or  our  rules  and  (3) 
a  description  of  all  charges  of  unfair  or 
deceptive  or  anticompetitive  business 


practices,  fraud,  felony  or  antitrust 
violations  brought  against  the  applicant, 
or  a  closely  connected  person  or 
corporation. 

In  addition,  we  are  requiring  carriers 
seeking  initial  certification  or  to  provide 
essential  air  service  to  submit  a 
statement  from  the  State  office  handling 
consumer  complaints  in  each  state  in 
which  the  carrier  operates  regarding  its 
consumer  complaint  record  for  the 
preceding  three  years.  Since  we  are 
unlikely  to  have  any  or  as  much 
information  on  these  carriers  as  those 
that  are  already  certificated,  this  will 
allow  us  to  exclude  carriers  whose  past 
behavior  suggests  that  they  present 
irremediable  threats  to  consumers  or  to 
condition  certificates  to  provide  extra 
protection  from  unfair  practices  to  those 
consumers  who  are  most  dependent  on 
the  applicant’s  services. 

We  are  not  requiring  certificated 
carriers  to  provide  this  data  because  we 
believe  our  continuing  fitness  findings 
on  these  carriers,  which  we  discuss 
below,  together  with  the  enforcement 
powers  of  our  Bureau  of  Consumer 
Protectioa  provide  an  adequate 
assurance  that  these  carriers  will  not 
threat  their  customers  unfairly.  We  are, 
however,  reserving  the  right  to  require 
these  and  all  other  applicants  to  provide 
whatever  information  we  may  feel  is 
necessary  to  protect  the  public  in  a 
given  case. 

Anticompetitive  Practices.  One  area 
of  consumer  protection  which  Congress 
has  directed  us  to  provide  is  the 
prevention  of  imnecessary 
anticompetitive  practices. 

To  allow  us  to  determine  whether  an 
applicant’s  proposed  operations  will 
have  any  anticompetitive  effects,  we  are 
asking  most  applicants  to  provide  (1)  a 
description  of  its  key  personnel, 
including  the  stock  holdings  and  other 
interests  of  each  which  might  deter 
competition,  (2)  a  description  of  all 
charges  of  antitrust  violations  brought 
against  the  applicant  or  a  closely 
connected  person  or  corporation,  (3)  a 
list  of  all  persons  having  a  substantial 
interest  in  the  applicant,  together  with 
relevant  information  about  each  such 
person,  (4)  a  list  of  the  applicant’s 
subsidiaries,  with  a  description  of  each 
and  its  relationship  to  the  applicant,  and 
(5)  a  list  of  stock  held  by  the  applicant 
which  might  deter  competition.  This 
data  should  allow  us  to  assure  that  the 
service  we  authorize  will  not  have  any 
unnecessary  anticompetitive  effects. 

We  are  not  requiring  certificated 
carriers  proposing  a  change  in 
operations  which  is  not  substantial  to 
provide  any  of  this  information  because 
we  believe  our  continuing  fitness 


findings  on  these  carriers,  together  with 
the  enforcement  powers  of  our  Bureau  of 
Consumer  Protection,  provides  an 
adequate  assurance  that  any 
unnecessarily  anticompetitive  practices 
will  be  detected  and  ehmiated.  For  the 
same  reason,  we  are  requiring 
certificated  carriers  proposing  a 
substantial  change  in  operations  to 
submit  only  a  list  of  new  key  personnel 
which  would  be  hired  because  of  the 
proposed  change  and  a  description  of 
any  charges  of  antitrust  violations 
brought  against  it  or  a  closely  connected 
person  or  corporation.  Again,  however, 
we  are  reserving  the  right  to  require  any 
applicant  to  submit  any  additional  data 
which  is  necessary  to  provide  this 
protection  in  a  particular  case. 

We  are  also  requiring  applicants  for 
authority  to  provide  essential  air 
transportation  and  commuter  carriers 
serving  an  eligible  point  but  not 
applying  for  certificate  authority  or  to 
provide  essential  air  transportation  to 
submit  only  a  description  of  any  charges 
of  antitrust  violations  brought  against  it 
or  a  closely  connected  person  or 
corporation.  Because  of  the  limited 
extent  of  these  carriers’' operations,  a 
more  extensive  requirement  would  be 
unduly  burdensome..  We  will,  however, 
at  all  times  closely  monitor  the  fares  and 
practices  of  these  carriers  to  assure  that 
they  do  not  exploit  any  monopolistic 
positions  to  the  detriment  of  consumers. 

Financial  Risk.  A  final  area  of 
protection  our  fitness  determinations 
provide  to  all  consumers  is  freedom 
from  an  unacceptable  financial  risk  that 
can  be  foreseen  and  guarded  against. 
Except  in  the  case  of  essential  air 
service,  which  we  discuss  below,  our 
concern  in  this  area  is  not  with  assuring 
that  the  proposed  services  will  be 
provided  profitably,  or  even  that  they 
will  be  provided  at  all.  Rather,  our 
purpose  is  to  protect  consumers  from 
significant  risks  created  by 
mismanagement  and/or  inadequate 
financing  if  the  service  is  provided.  A 
paradigm  example  of  such  a  risk  would 
be  that  created  by  a  carrier  that 
proposed  to  acquire  a  substantial 
reservations  book,  accompanied  by 
advance  payments,  for  a  service  which 
it  could  not  provide. 

To  help  us  in  providing  this 
protection,  we  are  asking  most 
applicants  to  provide  (1)  a  description  of 
their  key  personnel,  including 
experience  and  expertise,  (2)  historic 
financial  data  relating  to  the  operations 
of  the  applicant  and  closely  connected 
corporations,*®  (3)  a  description  of 
judgments  outstanding  against  the 


'®To  the  extent  necessary,  our  staff  will  audit  the 
financial  data  submitted  by  carriers  and  applicants. 
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applicant  and  closely  connected 
corporations,  and  (4)  a  description  of  the 
proposed  service.  This  will  help  us  to 
assure  that  consumers’  funds  will  not  be 
seriously  jeopardized  by  a  lack  of 
managerial  skills  or  financial  stability. 

In  addition,  we  are  asking  applicants 
that  do  not  already  hold  certificate 
authority  from  us  to  supply  a  forecast 
Balance  Sheet  for  the  year  ending  after 
its  initially  proposed  operations  are 
normalized.  Non-certificated  carriers 
which  are  not  currently  operating 
commercial  flights  or  which  propose  to 
add  new  aircraft  will  also  be  required  to 
file  a  forecast  Income  Statement  for  the 
year  ending  after  the  initially  proposed 
operations  are  normalized.  At  our 
discretion,  we  will  require  a  similar 
Income  Statement  from  certificated 
carriers  proposing  a  substantial  change 
in  their  operations.  This  information  will 
help  us  to  determine  that  there  has  been 
adequate  financial  planning  to  protect 
consumers  from  a  significant  danger  of 
financial  risk.  As  we  stated  in  Order  79- 
1-75,  dated  January  12. 1979,  these 
requirements  will  not  be  used  to 
determine  whether  an  applicant  will  be 
able  to  obtain  the  financing  necessary  to 
implement  its  proposal,  but  only  to 
determine  whether  the  proposal,  if 
carried  out,  will  present  consumers  with 
unacceptable  financial  risks. 

We  are  not  requiring  certificated 
carriers  which  are  proposing  a  change  in 
operations  which  is  not  substantial  to 
file  any  of  this  information  because  we 
believe  that  our  continuing  fitness 
determinations,  together  with  the 
operating  history  of  these  applicants, 
provides  adequate  assurance  that  their 
customers  will  not  face  unacceptable 
financial  risks.  We  are,  however, 
reserving  the  right  to  require  these  and 
all  other  applicants  to  file  whatever 
information  is  required  by  the 
circumstances  in  a  particular  case. 

Reliability.  We  are  required,  in  the 
case  of  carriers  providing  essential  air 
service,  to  determine  service  reliability 
as  well  as  fitness.  Unlike  operations 
under  sections  401  and  418,  which  are 
permissive,  operations  under  section  419 
are  mandatory  in  the  sense  that  we  must 
assure  that  they  continue  until  replaced 
and  must  back  the  services  by  the 
payment  of  government  funds  if  needed. 
Consequently,  our  inquiry  into  the 
carrier's  ability  to  provide  essential  air 
service  is  quite  different  from  that  for 
401  and  418  carriers.  For  those  carriers, 
we  have  no  obligation  to  insure  that 
they  in  fact  provide  the  service  they 
propose.  On  the  other  hand,  to  meet  our 
statutory  obligation  to  ensure  the 
continuous  availability  of  essential  air 
service  at  each  eligible  point,  we  must 


satisfy  ourselves  that  the  designated 
carrier  can  in  fact  provide  that  service. 
Accordingly,  under  section  419,  we  will 
look  to  the  carrier’s  reliability  to  provide 
the  proposed  service  in  addition  to  its 
basic  fitness  to  do  so. 

To  help  us  to  make  this  determination, 
we  are  requiring  an  applicant  that 
wishes  to  provide  essential  air 
transportation  to  file  (1)  a  description  of 
its  current  fleet,  including  the  average 
number  of  hours  each  type  of  aircraft  is 
currently  flown  per  day  and  an  estimate 
of  the  impact  the  proposed  essential  air 
service  would  have  on  its  utilization  of 
its  fleet,  (2)  a  description  of  the  back-up 
aircraft  available  to  it,  (3)  a  description 
of  the  fuel  available  to  it  to  perform  the 
proposed  essential  air  services  and  its 
contracts  with  fuel  suppliers,  (4)  a 
detailed  schedule  of  the  service  to  be 
provided,  (5)  its  systemwide  on-time  and 
completion  record  for  the  preceding  five 
years,  (6)  a  traffic  forecast,  including  a 
load  factor  analysis  and  an  estimate  of 
the  number  of  seats  available  to  and 
from  the  eligible  point  each  day,  and  (7) 
a  statement  from  the  State  PUC,  if  any. 
or  other  office  handling  consumer 
complaints  in  each  state  in  which  the 
carrier  operates  regarding  its  consumer 
complaint  record  for  the  preceding  three 
years. 

Because  these  services  are.  by 
definition,  essential  to  those  who  use 
them,  we  are  very  concerned  that  the 
carrier  chosen  to  provide  them  will  be 
able  to  offer  high  quality  service  which 
is  not  disrupted  by  financial  or 
organizational  problems.  By  making  it 
easier  for  certificated  carriers  to 
discontinue  service  in  these  markets. 
Congress  has  increased  small 
communities'  reliance  on  these  carriers. 
In  doing  so.  Congress  took  care  to 
assure  that  the  communities  would  not 
be  left  without  reliable  service  by  (1) 
making  authority  to  provide  essential  air 
transportation  mandatory,  (2)  providing 
for  subsidy  of  service  which  would  not 
otherwise  be  provided  reliably  and  (3) 
directing  us  to  take  special  care  in 
seeing  that  this  service  is  provided 
reliably.  We  believe  that  the  information 
we  are  requiring,  together  with  the 
audits  we  are  doing  of  these  carriers 
(which  we  discuss  below),  will  allow  us 
to  assure  that  carriers  which  are  chosen 
to  provide  essential  air  transportation 
perform  their  duties  well.  To  the  extent 
we  find  it  necessary,  we  reserve  the 
right  to  require  whatever  additional 
information  is  required  to  provide  this 
assurance  in  a  particular  case. 

IV.  Fitness  Determinations 

Once  we  have  received  the  evidence 
we  need  to  determine  whether  the 


applicant  can  operate  safely,  without  an 
unacceptable  risk  to  its  consumers  and 
(in  the  case  of  carriers  providing 
essential  air  transportation)  reliably,  we 
have  three  options  open  to  us.  First,  if 
we  find  that  the  applicant  poses  no 
concerns  in  the  safety  or  consumer 
areas  and.  where  appropriate,  is 
reliable,  we  can  and  will  find  it  fit.  If  we 
also  find  that  the  other  conditions 
precedent  to  awarding  the  authority 
applied  for  are  present,  e.g.,  that  the 
service  is  consistent  with  the  public 
convenience  and  necessity,  we  will 
award  authority  to  the  applicant. 

If  we  find  reason  to  question  whether 
the  applicant  can  provide  the  service  for 
which  it  has  applied  safely,  witliout  an 
unacceptable  risk  to  its  customers  and 
(in  the  case  of  essential  air 
transportation)  reliably,  there  are  two 
options  available  to  us.  We  can,  of 
course,  find  the  applicant  unfit  and  deny 
it  the  authority  for  which  it  has  applied. 
Our  other  alternative,  assuming  we  find 
that  the  other  conditions,  precedent 
exist,  is  to  award  the  applicant  authority 
with  whatever  conditions  we  find  are 
necessary  to  safeguard  the  public. 
Because  Congress  has  mandated  us  to 
promote  competitive  whenever  possible, 
we  prefer  to  use  the  latter  alternative 
unless  conditioning  the  authority  cannot 
adequately  protect  the  public  against  the 
risk  posed  by  the  carrier’s  service. 

Depending  on  our  concern  with  the 
carrier’s  fitness,  there  are  a  variety  of 
conditions  we  may  employ  to  protect  the 
public.  If  we  have  reason  to  suspect  that 
the  applicant  may  not  deal  fairly  with  its 
customers  or  may  lack  adequate 
financial  and/or  managerial  resources, 
we  can  require  it  to  post  a  bond  or  set 
up  an  escrow  account  prior  to 
commencing  operations,"  If  we  are 
concerned  that  the  carrier’s  operations 
may  be  unnecessarily  anticompetitive, 
we  may  require  it  to  dispose  of  stock  or 
sever  relationships  which  might  prevent 
it  from  competing  effectively. 

The  information  we  are  requiring  in 
our  regulation  is  designed  to  allow  us  to 
decide  which  of  our  three  alternatives — 
certification  (or  exemption),  denial  or 
conditions — should  be  employed  in  a 
given  case  to  best  serve  the  public.  The 
information  will  allow  us  to  determine 
first  whether  the  proposed  operations 
might  pose  an  undue  risk  to  the  public.  If 
we  have  reason  to  suspect  that  they  may 
pose  an  undue  risk,  the  data  will  allow 
us  to  decide  whether  the  public  can  be 


"  We  have  recently  imposed  an  escrow  account 
condition  in  the  Aeroamerica  case.  We  required 
that  consumers'  funds  be  paid  not  to  the  carrier,  but 
into  a  trust  from  which  the  carrier  can  obtain 
reimbursement  on  presentation  of  proof  that  the 
agreed  services  have  been  rendered.  See  Order  79- 
1-128. 
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protected  adequately  from  those  risks 
by  the  use  of  conditions. 

V.  Continuing  Fitness 

In  addition  to  finding  applicants  fit 
before  they  are  granted  route  authority 
and  finding  providers  of  essential  air 
transportation  reliable,  there  are  several 
additional  safeguards  we  employ  to 
protect  the  public.  First,  the 
Deregulation  Act  requires  us  to  assure 
that  all  carriers  with  route  authority 
remain  fit.  This  requirement  is  made 
especially  significant  by  the  fact  that 
some  carriers,  such  as  those  which 
received  their  authority  under  the 
“Grandfather  Clause”  of  the  Civil 
Aeronautics  Act  or  the  “Unused 
Authority”  provision  of  the  Deregulation 
Act  have  never  been  found  fit.**  Our 
continuing  fitness  findings  will  also 
allow  us  to  assure  that  carriers  found  fit 
on  the  basis  of  an  illustrative  service 
proposal  submitted  with  their 
applications  are  fit  to  provide  the  type 
of  service  they  ultimately  operate.** 

Our  determinations  of  continuing 
fitness  will  be  based  primarily  upon 
information  already  available  to  us, 
such  as  consumer  complaints,  financial 
data  submitted  under  our  reporting 
requirements  and  our  experience  with 
the  carrier’s  compliance  with  the  Act 
and  our  regulations.  We  are  also 
requiring  carriers  to  file  updated  reports 
from  the  FAA  and  State  PUC  or  other 
office  handling  consumer  complaints, 
verification  that  they  have  the  level  of 
insurance  required  by  Board  regulations 
and,  in  some  cases,  updated  financial 
information.  In  addition,  the  interagency 
agreement  we  have  entered  into  with 
the  FAA  will  provide  us  with  a 
continuing  source  of  information 
regarding  carriers’  safety.  We  will  keep 
a  file  on  each  carrier  to  allow  us 
continuously  to  monitor  its  fitness.  As 
we  have  noted  above,  we  will  also 
provide  the  FAA  with  any  information 
which  our  monitoring  uncovers  relating 


'^We  intend  to  issue  an  evidence  request  with 
certificates  issued  under  the  “Unused  Authority” 
provision  to  allow  us  to  determine  the  fitness  of 
carriers  operating  pursuant  to  such  authority  if  we 
have  not  otherwise  found  them  fit,  or  the  currier  is 
not  currently  going  through  a  fitness  proceeding.  For 
example,  if  a  carrier  has  never  been  found  fit  by  the 
Board,  we  would  issue  it  a  request  for  the  evidence 
required  for  carriers  seeking  certificated  status  and 
set  the  matter  for  hearing;  if  the  dormant  authority 
awarded  represented  a  substantial  change  in  the 
operations  of  a  carrier  that  we  had  already  found 
fit,  we  would  request  the  evidence  listed  under  that 
section  of  the  rule;  if  the  carrier  has  already  been 
found  fit  or  its  fitness  is  currently  being  litigated,  we 
would  not  seek  further  information  except  under  our 
confronting  fitness  requirements. 

*’If  the  carrier's  actual  operations  differ  greatly 
from  those  in  its  illustrative  service  proposal,  we 
will  require  it  to  submit  additional  fitness  data  and 
may  hold  a  hearing  to  determine  its  fitness  to 
provide  the  service  it  actually  operates. 


to  carriers’  ability  to  operate  safely  to 
allow  it  to  perform  its  functions  more 
effectively. 

We  are  also  conducting  audits  of 
carriers,  particularly  those  providing 
essential  air  service,  to  assure  that  the 
public  is  adequately  protected.  These 
audits,  which  cover  the  carrier’s 
financial  standing,  its  operating  history 
and  its  standing  in  the  communities  it 
serves,  also  provide  additional, 
assurance  that  commercial  air 
transportation  will  be  provided  safely, 
reliably  and  without  undue  risk  to 
passengers  and  shippers. 

Finally,  we  have  or  will  have  a  variety 
of  other  regulations  designed  to 
safeguard  the  traveling  public.  Section 
401(q)  of  the  revised  Act  contemplates 
the  Board  issuing  regulations  requiring 
all  carriers  to  maintain  liability 
insurance.  We  expect  to  issue  a 
proposed  rule  shortly  which  will  set 
forth  insurance  requirements  for  all 
certificated  carriers.  Also,  Part  250 
provides  protection  to  passengers  who 
are  denied  a  seat  on  a  flight  on  which 
they  hold  a  confirmed  resevation.  Part 
251  prohibits  various  anticompetitive 
interests  and  interlocking  relationships. 
There  are,  of  course,  numerous  other 
regulations  imposed  by  both  us  and  the 
FAA  to  protect  the  public.  We  believe 
that  these  additional  safeguards, 
together  with  the  fitness  determinations 
that  this  regulation  would  allow  us  to 
make,  will  insure  a  uniformly  high 
standard  of  safety  and  consumer 
protection  in  the  air  transportation 
industry.  We  invite  interested  persons  to 
comment  on  any  aspect  of  the  proposed 
regulation  which  they  believe  can  be 
improved  to  allow  us  to  achieve  this 
goal. 

Accordingly,  the  Civil  Aeronautics 
Board  proposes  to  add  a  new  Part  204  to 
Chapter  II,  Title  14,  Code  of  Federal 
Regulations,  to  read: 

PART  204— DATA  TO  BE  SUBMITTED 
WITH  APPLICATIONS  FOR 
PASSENGER  ROUTE  AUTHORITY 
FILED  WITH  THE  BOARD  AND  BY 
COMMUTER  CARRIERS  SERVING  AN 
ELIGIBLE  POINT 

Subpart  A— General  Provision 

Secs. 

204.1  Purpose. 

204.2  Definitions. 

Subpart  B— Filing  Requirements 

204.3  Certificated  carriers  proposing  a 
change  in  operations  which  is  not 
substantial. 

204.4  Certificated  carriers  proposing  a 
substantial  change  in  operations. 

204.5  Applicants  not  currently  holding 
certificate  authority. 


204.6  Appplicants  for  authority  to  provide 
essential  air  transportation. 

204.7  Commuter  carriers  serving  an  eligible 
point  but  not  applying  for  certificate 
authority  or  to  provide  essential  air 
transportation. 

204.8  Continuing  fitness. 

Authority. — Secs.  204,  401, 407,  419  of  the 
Federal  Aviation  Act  as  amended,  72  Stat. 

743,  92  Stat.  1732,  49  U.S.C.  1324, 1371, 1377, 
1389). 

Subpart  A— General  Provision 
§  204.1  Purpose. 

This  regulation  sets  forth  the  fitness 
data  which  must  be  submitted  with 
application  for  passenger  route  authority 
Filed  with  the  Board  and  by  commuter 
carriers  serving  an  eligible  point. 

§  204.2  Definitions. 

(a)  “Certificate  Authority”  means 
authority  to  provide  air  transportation 
granted  by  the  Board  in  the  form  of  a 
certificate  of  public  convenience  and 
necessity  except  authority  granted 
under  sections  401(d)(5)  or  418  of  the 
Act.  “Certificated  Carriers”  are  those 
which  hold  certificate  authority. 

(b)  “Citizen  of  the  United  States” 
means  (1)  an  individual  who  is  a  citizen 
of  the  United  States  or  one  of  its 
possessions,  or  (2)  a  partnership  of 
which  each  member  is  such  an 
individual,  or  (3)  a  corporation  or 
association  created  or  organized  under 
the  laws  of  the  United  States  or  of  any 
State,  Territory,  or  possession  of  the 
United  States,  of  which  the  president 
and  two-thirds  or  more  of  the  board  of 
directors  and  other  managing  officers 
thereof  are  such  individuals  and  in 
which  at  least  75  per  centum  of  the 
voting  interest  is  owned  or  controlled  by 
persons  who  are  citizens  of  the  United 
States  or  of  one  of  its  possessions. 

(c)  “Commercial  Flights”  are  those  on 
which  the  carrier  transports  passengers 
and/or  cargo  for  hire. 

(d)  “Communter  Air  Carrier”  means 
an  air  taxi  operator  which  (1)  performs 
at  least  five  round  trips  per  week 
between  two  or  more  points  and 
publishes  flight  schedules  which  specify 
the  times,  days  of  the  week  and  places 
between  which  they  are  performed,  or 
(2)  transports  mail  by  air  under  a 
contract  or  contracts  with  the  United 
States  Postal  Service  when  the  total 
amount  of  the  contract  or  contracts  is 
estimated  at  the  beginning  of  any 
reporting  period  (January  1  and  July  1)  to 
be  in  excess  of  $20,000  over  the  next 
twelve  months. 

(e)  "Eligible  Point”  means  any  point  in 
the  United  States  to  which,  on  October 
24, 1978,  any  air  carrier  was  providing 
service  pursuant  to  a  certificate  issued 
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under  section  401  of  the  Act  or  was 
authorized  pursuant  to  such  certificate 
to  provide  such  service,  but  such  service 
was  suspended  on  October  24, 1978. 

(f)  “Essential  Air  Transportation”  is 
that  transportation  which  the  Board  has 
found  to  be  essential  under  section  419 
of  the  AcL 

(g)  “Fit”  means  fit,  willing  and  able  to 
perform  the  air  transportation  in 
question  properly  and  to  conform  to  the 
provisions  of  the  Act  and  the  rules, 
regulations  and  requirements  issued 
pursuant  to  the  Act. 

(h)  “Key  Personnel"  include  officers, 
directors  and  key  management 
personnel. 

(i)  “Non-certificated  Carriers”  are 
those  which  do  not  hold  certificate 
authority. 

(j)  “Normalized  Operations"  are  those 
which  are  relatively  free  of  start-up 
costs  and  temporary  barriers  to  full 
scale  operations  posed  by  the  carrier’s 
limited  experience. 

(k)  “Relevant  Corporations"  are  the 

(1)  applicant  or  commuter  carrier,  (2)  its 
predecessorfs)  and  affiliate(s),  (3)  its 
predecessorfs)'  affiliate(s)  and  (4) 
companies  over  which  it,  its 
predecessor(s),  its  affiliatefs]  and/or  its 
predecessorfsj’  affiliate(s)  exercised 
control  at  the  time  in  question. 

(l)  “Route  Authority”  means 
certificate  or  exemption  authority  to 
provide  non-essential  air  transportation 
issued  by  the  Board.  “Route  Authority” 
includes  authority  to  provide  charter  air 
transportation. 

(m)  “Substantial  Change  in 
Operations”  includes,  but  is  not  limited 
to,  changes  from  charter  to  scheduled 
authority,  cargo  to  passenger  authority, 
short-haul  to  long-haul  operations,  and 
large  increases  in  the  number  of  markets 
served. 

(n)  “Substantial  Interest”  means  five 
percent  or  more  of  the  outstanding 
voting  stock  in  the  corporation. 

Subpart  B— Filing  Requirements 

§  204.3  Certificated  carriers  proposing  a 
change  in  operations  which  is  not 
s'lbstantiaL 

Certificated  carriers  applying  for  route 
authority  which  would  not  substantially 
change  their  operations  will  be 
presumed  to  be  fit  and  need  not  file  any 
information  relating  to  their  fitness  to 
provide  the  additional  services.  Such 
carriers  will  be  found  fit  on  the  basis  of 
officially  noticeable  materials  imless  the 
Board  concludes,  from  its  own  analysis 
or  information  submitted  by  third 
parties,  that  such  carrier  may  not  be  fit 
to  provide  the  service  which  it  seeks  to 
provide.  In  that  case,  the  Board,  may 


require  the  applicant  carrier  to  file 
whatever  information  it  feels  is 
necessary  to  determine  the  earner's 
fitness. 

§  204.4  Certificated  carriers  proposing  a 
substantial  change  in  operations. 

Certificated  carriers  proposing  a 
substantial  change  in  their  operations 
must,  to  the  extent  such  information  has 
not  already  been  filed  with  the  Board, 
file  the  following  with  their  applications 
for  route  authority: 

(a)  the  identity  of  key  personnel  who 
would  be  employed  by  the  applicant  for 
the  proposed  operations,  including: 

(1)  Their  names  and  addresses; 

(2)  The  experience,  expertise  and 
responsibilities  of  each: 

(3)  The  citizenship  of  each; 

(4)  The  amount  of  the  applicant's 
stock  held  by  each;  and 

(5)  A  description  of  the  officerships, 
directorships,  shares  of  stock  (if  5 
percent  or  more  of  total  voting  stock 
outstanding)  and  other  interests  each 
has  in  any  air  carrier,  foreign  air  carrier, 
common  carrier  or  person  substantially 
engaged  in  the  business  of  aeronautics 
or  person  whose  principal  business  (in 
purpose  or  fact)  is  the  holding  of  stock  in 
or  control  of  any  air  carrier,  foreign  air 
carrier,  common  carrier  or  person 
substantially  engaged  in  the  business  of 
aeronautics. 

(b)  A  description  of  every  formal 
complaint  regarding  compliance  with 
the  Act  or  any  orders,  rules,  regulations 
or  requirements  issued  pursuant  to  the 
Act  lodged  against  any  relevant 
corporation  or  key  personnel  employed 
(or  to  be  employed)  by  any  relevant 
corporation  in  ^e  past  five  years.  Such 
description  shall  indicate  the  final 
disposition  or  current  status  of  each 
complaint. 

(c)  A  list  of  all  orders  issued  in  the 
past  ten  years  finding  any  relevant 
corporation,  key  personnel  employed  (or 
to  be  employed)  by  any  relevant 
corporation  or  person  having  a 
substantial  interest  in  any  relevant 
corporation  guilty  of  violations  of  the 
Act  or  any  order,  rule  or  regulation 
issued  pursuant  to  the  Act. 

(d)  A  description  of  all  actions  taken 
by  the  FAA  under  14  CFR  13.15, 13.17, 
13.19  and/or  13.23  against  any  relevant 
corporation,  key  personnel  employed  (or 
to  be  employed)  by  any  relevant 
corporation  or  person  having  a 
substantial  interest  in  any  relevant 
corporation.  Such  description  shall 
include  the  disposition  or  current  status 
of  each  such  action. 

(e)  A  description  of  all  charges  of 
unfair  or  deceptive  or  anticompetitive 
business  practices  or  of  fraud,  felony,  or 


antitrust  violation,  brought  against  any 
relevant  corporation,  person  having  a 
substantial  interest  in  any  relevant 
corporation,  or  key  personnel  employed 
(or  to  be  employed)  by  any  relevant 
corporation.  Such  descriptions  shall 
include  the  disposition  or  current  status 
of  each  such  proceeding. 

(f)  A  copy  of  all  lOK  Reports  filed  by  a 
relevant  corporation  with  the  Securities 
and  Exchange  Commission  in  the  past 
three  years.  If  the  lOK  Reports  are  not 
available,  the  previous  three  years’ 
Balance  Sheets  and  Income  Statements 
for  all  relevant  corporations.  Such 
Balance  Sheets  and  Income  Statements 
should  be  accompanied  by  an  opinion  of 
an  independent  certified  or  licensed 
public  accountant  who  has  audited  or 
reviewed  the  Balance  Sheet  and  Income 
Statements  in  accordance  with 
applicable  accounting  standards. 

(g)  If  requested  by  the  Board,  a 
forecast  Income  Statement  for  the  first 
normalized  year  of  initially  proposed 
operations.  Such  statements  shall 
include  estimated  revenue  block  hours 
and  revenue  miles  by  type  of  aircraft, 
number  of  passengers  and  number  of 
tons  of  mail  and  cargo  carried,  transport 
revenues  and  an  estimate  of  the  traffic 
which  would  be  generated  in  each 
market  receiving  the  proposed  service. 
Such  statements  shall  also  include  an 
explanation  of  the  derivation  of  unit 
costs  used  in  estimating  operating 
expenses  and  a  description  of  the 
manner  in  which  costs  and  revenues  are 
allocated. 

(h)  A  description  of  the  applicant’s 
current  fleet  of  aircraft  and  its  plans  for 
the  purchase  and/or  lease  of  additional 
aircraft,  including: 

(1)  The  number  of  each  type  of  aircraft 
owned  and  to  be  purchased  or  leased: 

(2)  The  applicant’s  plans  for  financing 
the  acquisition  and/or  lease  of 
additional  aircraft; 

(3)  A  sworn  affidavit  stating  that  each 
type  of  aircraft  owned,  to  be  leased  and 
to  be  purchased  has  been  certified  by 
the  FAA  and  complies  with  all  FAA 
safety  standards;  and 

(4)  A  narrative  description  of  the 
carrier’s  operations  after  the  proposed 
change. 

§  204.5  Applicants  not  currently  holding 
certificate  authority. 

Applicants  not  currently  holding 
certificate  authority  shall  file  the 
following  with  their  applications  for 
route  authority: 

(a)  The  name,  address,  and  telephone 
number  of  the  applicant. 

(b)  The  form  of  the  applicant's 
organization. 
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(c)  The  state  law(s)  under  which  the 
applicant  is  organized. 

(d)  A  sworn  affidavit  stating  that  the 
applicant  is  a  citizen  of  the  United 
States. 

(e)  The  identity  of  the  key  personnel 
who  would  be  employed  by  the 
applicant,  including 

(1)  Their  names  and  address; 

(2)  The  experience,  expertise  and 
responsibilities  of  each; 

(3)  The  amount  of  the  applicant’s 
stock  held  by  each; 

(4)  The  citizenship  of  each;  and 

(5)  A  description  of  the  officerships, 
directorships,  shares  of  stock  (if  5 
percent  or  more  of  total  voting  stock 
outstanding)  and  other  interests  each 
holds  in  any  air  carrier,  foreign  air 
carrier,  common  carrier,  person 
substantially  engaged  in  the  business  of 
aeronautics  or  person  whose  principal 
business  (in  purpose  or  fact)  is  the 
holding  of  stock  in  or  control  of  any  air 
carrier,  common  carrier  or  person 
substantially  engaged  in  the  business  of 
aeronautics. 

(f)  A  list  of  all  persons  having  a 
substantial  interest  in  the  applicant. 

Such  list  shall  include: 

(1)  Each  person's  name,  address  and 
citizenship; 

(2)  The  amount  of  stock  held  by  each 
such  peson  and  the  principal  business  of 
any  person  for  whose  account,  if  other 
than  the  holder,  such  interest  is  held; 

(3)  If  any  two  or  more  persons  holding 
a  substantial  interest  in  the  applicant 
are  related  by  blood  or  marriage,  such 
relationship(s)  shall  be  included  in  the 
list;  and 

(4)  If  any  person,  or  subsidiary  of  a 
person,  having  a  substantial  interest  in 
the  applicant  is  an  air  carrier,  a  foreign 
air  carrier,  substantially  engaged  in  the 
business  of  aeronautics,  a  common 
carrier,  an  officer  or  director  of  an  air 
carrier,  a  foreign  air  carrier,  a  person 
substantially  engaged  in  the  business  of 
aeronautics  and/or  a  common  carrier 
and/or  a  holder  of  10  percent  or  more  of 
total  outstanding  voting  stock  of  an  air 
carrier,  a  foreign  air  carrier,  a  person 
substantially  engaged  in  the  business  of 
aeronautics  and/or  a  common  carrier, 
the  list  shall  describe  such 
relationship(s). 

(g)  A  list  of  the  applicant’s 
subsidiaries,  if  any.  Such  list  shall 
include  a  description  of  each 
subsidiary’s  principal  business  and  a 
description  of  each  subsidiary’s 
relationship  to  the  applicant. 

(h)  A  list  of  the  applicant’s  shares  of 
stock  in,  or  control  of,  any  air  carrier, 
foreign  air  carrier,  common  carrier,  or 
person  substantially  engaged  in  the 
business  of  aeronautics. 


(i)  Copies  of  lOK  Reports,  if  any,  filed 
with  the  Securities  and  Exchange 
Commission  by  any  relevant  corporation 
in  the  past  three  years. 

(j)  To  the  extent  any  relevant 
corporations  has  been  engaged  in  any 
business  prior  to  filing  of  the  application 
and  to  the  extent  the  information  listed 
below  is  not  included  in  lOK  Reports 
filed  pursuant  to  paragraph  (i)  of  this 
section  each  applicant  shall  provide 
copies  of  the  following,  using  Generally 
Accepted  Accounting  Principles,  for  the 
three  most  recent  calendar  or  fiscal 
years: 

(1)  The  Balance  Sheet  of  all  relevant 
corporations; 

(2)  The  Income  Statement  of  all 
relevant  corporations; 

(3)  The  Statement  of  Changes  in 
Financial  Position  of  all  relevant 
corporations; 

(4)  A  Statement  of  Significant 
Accounting  Policies  of  each  relevant 
corporation; 

(5)  A  Statement  of  Significant  Events 
Occurring  Subsequent  to  the  most  recent 
Balance  Sheet  date  for  each  relevant 
corporation; 

(6)  All  footnotes  applicable  to  the 
financial  statements;  and 

(7)  An  aging  of  each  relevant 
corporation’s  accounts  receivable  and 
accounts  payable  more  than  60  days  old. 

All  such  financial  statements  should  be 
accompanied  by  an  opinion  of  an 
independent  certified  or  licensed  public 
accountant  who  has  audited  or  reviewed 
the  statements  in  accordance  with 
applicable  accounting  standards. 

(k)  A  list  of  each  action  and 
outstanding  judgment  for  more  than 
$5,000  against  any  relevant  corporation. 
Such  list  shall  include  the  amount  of 
each  judgment,  the  party  to  whom  it  is 
payable  and  how  long  it  has  been 
outstanding. 

(l)  The  number  of  actions  and 
outstanding  judgments  of  less  than 
$5,000  against  each  relevant  corporation 
and  the  total  amount  owed  by  each 
relevant  corporation  on  such  judgments. 

(m)  Such  other  historic  financial 
information  as  is  requested  by  the 
Board. 

(n)  A  description  of  the  applicant’s 
current  fleet  of  aircraft,  if  any,  and  its 
plans  for  the  purchase  and/or  lease  of 
additional  aircraft,  including 

(1)  The  number  of  each  type  of  aircraft 
owned  and  to  be  purchased  or  leased: 

(2)  The  applicant’s  plans  for  financing 
the  acquisition  and/or  lease  of 
additional  aircraft;  and 

(3)  A  sworn  affidavit  stating  that  each 
type  of  aircraft  owned,  to  be  leased  and 
to  be  purchased  has  been  certified  by 


the  FAA  and  currently  complies  with  all 
FAA  safety  standards. 

(o)  A  description  of  every  formal 
complaint  regarding  compliance  with 
the  Act  or  orders,  rules,  regulations,  or 
requirements  issued  pursuant  to  the  Act 
lodged  against  any  relevant  corporation 
or  key  personnel  employed  (or  to  be 
employed)  by  any  relevant  corporation 
in  the  past  five  years.  Such  descriptions 
shall  indicate  the  current  status  or  final 
disposition  of  each  complaint. 

(p)  A  list  of  all  orders  issued  in  the 
past  ten  years  finding  any  relevant 
corporation,  key  personnel  employed  (or 
to  be  employed)  by  any  relevant 
corporation  or  person  having  a 
substantial  interest  in  any  relevant 
corporation  guilty  of  violations  of  the 
Act  or  any  order,  rule  or  regulation 
issued  pursuant  to  the  Act. 

(q)  A  description  of  all  actions  taken 
by  the  FAA  under  14  CFR  13.15, 13.17, 
13.19  and/or  13.23  against  any  relevant 
corporation,  key  personnel  employed  (or 
to  be  employed)  by  any  relevant 
corporation  or  person  having  a 
substantial  interest  in  any  relevant 
corporation.  Such  descriptions  shall 
include  the  disposition  or  current  status 
of  each  such  action. 

(r)  A  description  of  all  charges  of 
unfair  or  deceptive  or  anticompetitive 
business  practices,  or  of  fraud,  felony  or 
antitrust  violation,  brought  against  any 
relevant  corporation,  person  having  a 
substantial  interest  in  any  relevant 
corporation,  or  key  personnel  employed 
(or  to  be  employed)  by  any  relevant 
corporation.  Such  descriptions  shall 
include  the  disposition  or  current  status 
of  each  such  proceeding. 

(s)  A  statement  from  the  State  office 
handling  consumer  complaints  in  each 
state  in  which  the  applicant,  any 
relevant  corporation  or  any  of  their  key 
personnel  operates  regarding  their 
respective  consumer  complaint  records 
for  the  preceding  three  years. 

(t)  An  illustrative  description  of  the 
type  of  service  to  be  operated  if  the 
application  is  granted,  including: 

(1)  An  illustrative  service  proposal; 

(2)  A  forecast  Balance  Sheet  for  the 
year  ending  after  the  initially  proposed 
operations  are  normalized;  and 

(3)  If  the  applicant  is  not  currently 
operating  commercial  flights  or  proposes 
to  add  new  aircraft  to  its  fleet,  a  forecast 
Income  Statement  for  the  year  ending 
after  the  initially  proposed  operations 
are  normalized.  Such  Income  Statement 
shall  include  estimated  revenue  block 
hours  (or  airborne  hours,  for  charter 
operators)  and  revenue  miles  by  type  of 
aircraft,  number  of  passengers  and 
number  of  tons  of  mail  and  cargo 
carried,  transport  revenues  and  an 
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estimate  of  the  traffic  which  would  be 
generated  in  each  market  receiving  the 
proposed  service.  Such  statements  shall 
also  include  an  explanation  of  the 
derivation  of  unit  costs  used  in 
estimating  operating  expenses  and  a 
description  of  die  manner  in  which  costs 
and  revenues  are  allocated. 

(u)  A  description  of  all  federal,  state 
and/or  foreign  authority  under  which 
the  applicant  has  conducted  and/or  is 
conducting  transportation  operations. 

§  204.6  Applicants  for  authority  to  provide 
essential  air  transportation. 

Applicants  for  authority  to  provide 
essential  air  transportation  shall  include 
with  the  application: 

(a)  The  name  and  address  of  the 
applicant. 

(b)  The  form  of  the  applicant’s 
organization. 

(c)  The  state  law(s)  under  which  the 
applicant  is  organized. 

(d)  A  sworn  affidavit  stating  that  the 
applicant  is  a  citizen  of  the  United 
States. 

(e)  The  identity  of  the  key  personnel 
which  would  be  employed  by  the 
applicant,  including 

(1)  Their  names  and  addresses; 

(2)  The  experience,  expertise  and 
responsibilities  of  each; 

(3)  The  amount  of  applicant’s  stock 
held  by  each;  and 

(4)  The  citizenship  of  each. 

(f)  A  list  of  the  applicant's 
subsidiaries,  if  any.  Such  list  shall 
include  a  description  of  each 
subsidiary's  principal  business  and  a 
description  of  each  subsidiary's 
relationship  to  the  applicant. 

(g)  Copies  of  lOK  Reports,  if  any,  filed 
with  the  Securities  and  Exchange 
Commission  by  any  relevant  corporation 
in  the  past  three  years, 

(h)  To  the  extent  any  relevant 
corporation  has  been  engaged  in  any 
business  prior  to  filing  of  the  application 
and  to  the  extent  the  information  listed 
below  is  not  included  in  lOK  Reports 
filed  pursuant  to  paragraph  (g)  of  this 
section  each  applicant  shall  provide 
copies  of  the  following,  using  Generally 
Accepted  Accounting  Principles,  for  the 
three  most  recent  calendar  or  fiscal 
years: 

(1)  The  Balance  Sheet  of  all  relevant 
corporations; 

(2)  The  Income  Statement  of  all 
relevant  corporations; 

(3)  The  Statement  of  Changes  in 
Financial  Position  of  all  relevant 
corporations: 

(4)  A  Statement  of  Significant 
Accounting  Policies  of  each  relevant 
corporation: 


(5)  A  Statement  of  Significant  Events 
Occurring  Subsequent  to  the  most  recent 
Balance  Sheet  date  for  each  relevant 
corporation: 

(6)  All  footnotes  applicable  to  the 
financial  statements;  and 

(7)  An  aging  of  each  relevant 
corporation’s  accounts  receivable  and 
accounts  payable  more  than  60  days  old. 

All  such  financial  statements  should 
be  accompanied  by  an  opinion  of  an 
independent  certified  or  licensed  public 
accountant  who  has  audited  or  reviewed 
the  statements  in  accordance  with 
applicable  accounting  standards. 

(i)  A  list  of  each  action  and 
outstanding  judgment  for  more  than 
$5,000  against  any  relevant  corporation. 
Such  list  shall  include  the  amount  of 
each  judgment,  the  party  to  whom  it  is 
payable  and  how  long  it  has  been 
outstanding. 

(j)  The  number  of  actions  and 
outstanding  judgments  of  less  than 
$5,000  against  each  relevant  corporation 
and  the  total  amount  owed  by  each 
relevant  corporation  on  such  judgments. 

(k)  Such  other  historic  financial 
information  as  is  requested  by  the  Board 
and/or  its  staff. 

(l)  A  description  of  the  applicant's 
current  fleet  of  aircraft,  if  any,  and  its 
plans  for  the  purchase  and/or  lease  of 
additional  aircraft,  including 

(1)  The  number  of  each  type  of  aircraft 
owned  and  to  be  purchased  or  leased; 

(2)  The  applicant's  plans  for  financing 
the  acquisition  and/or  lease  of 
additional  aircraft; 

(3)  A  sworn  affidavit  stating  that  each 
type  of  aircraft  owned,  to  be  leased  and 
to  be  purchased  has  been  certified  by 
the  FAA  and  currently  complies  with  all 
FAA  safety  standards: 

(4)  A  description  of  the  average 
number  of  hours  each  type  of  aircraft  is 
currently  flown  per  day;  and 

(5}  An  estimate  of  the  impact  the 
proposed  essential  air  services  would 
have  on  the  applicant's  utilization  of  its 
aircraft  fleet. 

(m)  A  description  of  the  back-up 
aircraft  capacity  available  to  the 
applicant,  including: 

(1)  The  number  and  type  of  such 
aircraft: 

(2)  The  conditions  under  which  such 
aircraft  will  be  available  to  the 
applicant; 

(3)  The  applicant's  plans  for  financing 
the  acquisition  and/or  lease  of  such 
additional  aircraft;  and 

(4)  A  sworn  affidavit  stating  that  all 
such  aircraft  have  been  certified  by  the 
FAA  and  currently  comply  with  all  FAA 
safety  standards. 


(n)  A  description  of  the  fuel  available 
to  perform  the  proposed  essential  air 
services  and  the  applicant's  contracts 
with  fuel  suppliers. 

(o)  A  detailed  schedule  of  the  service 
to  be  provided,  including  times  of 
arrivals  and  departures,  the  type  of 
aircraft  to  be  used  for  each  flight  and 
the  fares  to  be  charged. 

(p)  A  list  of  all  orders  issued  in  the 
past  ten  years  finding  any  relevant 
corporation,  key  personnel  employed  (or 
to  be  employed)  by  any  relevant 
corporation  or  person  having  substantial 
interest  in  any  relevant  corporation 
guilty  of  violations  of  the  Act  or  any 
order,  rule  or  regulation  issued  pursuant 
to  the  Act. 

(q)  A  description  of  all  actions  taken 
by  the  FAA  under  14  CFR  13.15, 13.17. 
13,19  and/or  13.23  against  any  relevant 
corporation,  key  personnel  employed  (or 
to  be  employed)  by  any  relevant 
corporation  or  person  having  a 
substantial  interest  in  any  relevant 
corporation.  Such  descriptions  shall 
include  the  disposition  or  current  status 
of  each  such  action. 

(r)  A  description  of  all  charges  of 
unfair  or  deceptive  or  anti-competitive 
business  practices,  or  of  fraud,  felony  or 
antitrust  violation,  brought  against  any 
relevant  corporation,  person  having  a 
substantial  interest  in  any  relevant 
corporation,  or  key  personnel  employed 
(or  to  be  employed)  by  any  relevant 
corporation.  Such  descriptions  shall 
include  the  disposition  or  current  status 
of  each  such  proceeding. 

(s)  A  description  of  every  formal 
complaint  regarding  compliance  with 
the  Act  or  orders,  rules,  regulations,  or 
requirements  issued  pursuant  to^the  Act 
against  any  relevant  corporation  or  key 
personnel  employed  (or  to  be  employed) 
by  any  relevant  corporation  in  the  past 
five  years.  Such  descriptions  shall 
indicate  the  current  status  or  final 
disposition  of  each  complaint. 

(t)  A  statement  from  the  State  Fhiblic 
Utilities  Commission  and  all  other  State 
offices  handling  consumer  complaints  in 
each  state  in  which  the  carrier  operates 
regarding  its  consumer  complaint  record 
for  the  preceding  three  years. 

(u)  The  applicant's  systemwide  on- 
time  and  completion  record  for  the 
preceding  five  years. 

(v)  A  forecast  Income  Statement  for 
the  first  year  following  the  initiation  of 
the  proposed  essential  services.  Such 
statement  shall  include 

(1)  Subsidy  needed,  if  subsidy  is 
requested: 

(2)  Estimated  block  hours  and  revenue 
miles  by  type  of  aircraft: 

(3)  Number  of  passengers  and  number 
of  tons  of  mail  carried; 
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(4)  Transport  revenues  and  an 
estimate  of  the  traffic  which  would  be 
generated  in  each  market  receiving  the 
proposed  service; 

(5)  An  explanation  of  the  derivation  of 
estimates  of  operating  expenses:  and 

(6)  A  description  of  the  manner  in 
which  costs  and  revenues  are  allocated. 

(w)  A  traffic  forecast  including  a  load 
factor  analysis  on  all  segments  between 
the  small  community  and  the  hub;  and 
an  estimate  of  the  number  of  seats 
available  to  and  from  the  eligible  point 
each  day. 

(xl  A  description  of  all  federal,  state 
and/or  foreign  authority  under  which 
the  applicant  has  conducted  and/or  is 
conducting  transportation  operations. 

§  204.7  Commuter  carriers  serving  an 
eligible  point  but  not  applying  for 
certificate  authority  or  to  provide  essential 
air  transportation. 

Commuter  carriers  serving  an  eligible 
point  but  not  applying  for  certificate 
authority  or  to  provide  essential  air 
transportation  shall  file  the  following 
information  with  the  Board; 

(a)  The  name  and  address  of  the 
carrier. 

(b)  The  form  of  the  carrier’s 
organization. 

(c)  The  state  law(s)  under  which  the 
carrier  is  organized. 

(d)  A  description  of  all  federal,  state 
and/or  foreign  authority  under  which 
the  carrier  has  conducted  and/or  is 
conducting  transportation  operations. 

(e)  A  sworn  affidavit  stating  that  the 
carrier  is  a  citizen  of  the  United  States. 

(f)  The  identity  of  the  key  personnel 
which  are,  or  would  be,  employed  by  the 
carrier  including  their  names  and 
addresses,  the  experience,  expertise  and 
responsibilities  of  each,  the  amount  of 
applicant’s  stock  held  by  each,  and  the 
citizenship  of  each. 

(g)  Copies  of  lOK  Reports,  if  any,  filed 
with  the  Securities  and  Exchange 
Commission  by  any  relevant  corporation 
in  the  past  three  years. 

(h)  To  the  extent  any  relevant 
corporation  has  been  engaged  in  any 
business  prior  to  filing  of  the  application 
and  to  the  extent  the  information  listed 
below  is  not  included  in  lOK  Reports 
filed  pursuant  to  paragraph  (g)  of  this 
section,  each  applicant  shall  provide 
copies  of  the  following,  using  Generally 
Accepted  Accounting  Principles,  for  the 
three  most  recent  calendar  or  fiscal 
years: 

(1)  The  Balance  Sheet  of  all  relevant 
corporations; 

(2)  The  Income  Statement  of  all 
relevant  corporations: 


(3)  The  Statement  of  Changes  in 
Financial  Position  of  all  relevant 
corporations; 

(4)  A  Statement  of  Significant 
Accounting  Policies  of  each  relevant 
corporation; 

(5)  A  Statement  of  Significant  Events 
Occurring  Subsequent  to  the  most  recent 
Balance  Sheet  date  for  each  relevant 
corporation; 

(6)  All  footnotes  applicable  to  the 
financial  statements;  and 

(7)  An  aging  of  each  relevant 
corporation’s  accounts  receivable  and 
accounts  payable  more  than  60  days  old. 

All  such  financial  statements  should  be 
accompanied  by  an  opinion  of  an 
independent  certified  or  licensed  public 
accountant  who  has  audited  or  reviewed 
the  statements  in  accordance  with 
applicable  accounting  standards, 

(i)  A  list  of  each  action  and 
outstanding  judgment  for  more  than 
$5,000  against  any  relevant  corporation. 
Such  list  shall  include  the  amount  of 
each  judgment,  the  party  to  whom  it  is 
payable  and  how  long  it  has  been 
outstanding. 

(j)  The  number  of  outstanding  actions 
'and  judgments  of  less  than  $5,000 

against  each  relevant  corporation  and 
the  total  amount  owed  by  each  relevant 
corporation  on  such  judgments. 

(k)  Such  other  historic  financial 
information  as  is  requested  by  the 
Board. 

(l)  A  description  of  the  applicant’s 
current  fleet  of  aircraft,  including 

(1)  The  number  of  each  type  of  aircraft 
owned  and/or  leased:  and 

(2)  A  sworn  affidavit  stating  that  each 
type  of  aircraft  owned  and  leased  has 
been  certified  by  the  FAA  and  currently 
complies  with  all  FAA  safety  standards. 

(m)  A  list  of  all  orders  issue,d  in  the 
past  ten  years  finding  any  relevant 
corporation,  key  personnel  employed  (or 
to  be  employed)  by  any  relevant 
corporation  or  person  having  a 
substantial  interest  in  any  relevant 
corporation  guilty  of  violations  of  the 
Act  or  any  order,  rule  or  regulation 
issued  pursuant  to  the  Act. 

(n)  A  description  of  all  actions  taken 
by  the  FAA  under  14  CFR  13.15, 13.17, 
13.19  and/or  13.23  against  any  relevant 
corporation,  key  personnel  employed  (or 
to  be  employed)  by  any  relevant 
corporation  or  person  having  a 
substantial  interest  in  any  relevant 
corporation.  Such  descriptions  shall 
include  the  disposition  or  current  status 
of  each  such  action. 

(o)  A  description  of  all  charges  of 
unfair  or  deceptive  or  anticompetitive 
business  practices,  or  of  fraud,  felony  or 
antitrust  violation,  brought  against  any 


relevant  corporation,  person  having  a 
substantial  interest  in  any  relevant 
corporation,  or  key  personnel  employed 
(or  to  be  employed)  by  any  relevant 
corporation.  Such  descriptions  shall 
include  the  disposition  or  current  status 
of  each  such  proceeding. 

(p)  A  description  of  every  formal 
complaint  regarding  compliance  with 
the  Act  or  orders,  rules,  regulations,  or 
requirements  issued  pursuant  to  the  Act 
lodged  against  any  relevant  corporation 
or  key  personnel  employed  (or  to  be 
employed)  by  any  relevant  corporation 
in  the  past  five  years.  Such  description 
shall  indicate  the  current  status  or  final 
disposition  of  each  complaint. 

(q)  A  list  of  the  markets  the  carrier 
serves  and  the  number  of  weekly  round 
trips  it  provides  in  each. 

§  204.8  Continuing  fitness. 

Every  carrier  holding  certificate  and/ 
or  exemption  authority  issued  by  the 
Board,  including  those  holding  only 
authority  granted  under  sections 
401(d)(5)  or  418,  shall  file  the  following 
with  the  Board  by  June  30, 1981,  and  at 
least  once  every  three  years  thereafter: 

(a)  The  name  and  address  of  the 
carrier. 

(b)  A  statement  from  the  State  Public 
Utilities  Commission  and  all  other  Stale 
offices  handling  consumer  complaints  in 
each  state  in  which  the  carrier  operates 
regarding  its  consumer  complaint  record 
for  the  preceding  three  years. 

(c)  A  statement  from  the  Federal 
Aviation  Administration  regarding  its 
safety  record  for  the  preceding  three 
years. 

(d)  A  sworn  affidavit  stating  that  the 
carrier  holds  at  least  the  level  of 
insurance  required  by  the  Board’s 
regulations. 

(e)  To  the  extent  it  has  not  already 
been  filed  with  the  Board  pursuant  to 
the  Board’s  financial  reporting 
requirements,  each  carrier  (other  than 
those  operating  pursuant  to  authority 
granted  under  Part  298  of  our 
regulations,  which  shall  be  subject  to 
the  filing  requirements  of  Part  298)  shall 
provide  copies  of  the  following,  using 
Generally  Accepted  Accounting 
Principles,  for  the  three  most  recent 
calendar  or  fiscal  years: 

(1)  The  Balance  Sheet  of  all  relevant 
corporations: 

(2)  The  Income  Statement  of  all 
relevant  corporations: 

(3)  The  Statement  of  Changes  in 
Financial  Position  of  all  relevant 
corporations: 

(4)  A  Statement  of  Significant 
Accounting  Policies  of  each  relevant 
corporation; 
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(5)  A  Statement  of  Significant  Events 
Occurring  Subsequent  to  the  most  recent 
Balance  Sheet  date  for  each  relevant 
corporation; 

(6)  All  footnotes  applicable  to  the 
financial  statements;  and 

(7)  An  aging  of  each  relevant 
corporation's  accounts  receivable  and 
accounts  payable  more  than  60  days  old. 

All  such  financial  statements  should 
be  accompanied  by  an  opinion  of  an 
independent  certified  or  licensed  public 
accountant  who  has  audited  or  reviewed 
the  statements  in  accordance  with 
applicable  accounting  standards. 

By  the  Civil  Aeronautics  Board. 

Phyllis  T.  Kaylor, 

Secretary. 

(FR  Doc.  79-23079  Filed  7-25-79:  8:45  am] 
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